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BANKHEAD-JONES FARM TENANT ACT AMENDMENTS 


WEDNESDAY, JULY 25, 1951 


Howse or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The committee met, pursuant to notice, at 10 a. m., in room 1310, 
New House Office Building, Hon. Harold D. Cooley (chairman) pre- 
siding. 

T os CHAIRMAN. The committee will be in order. 

We have for consideration H. R. 2642 by Mr. Jones of Alabama, 
H. R. 4077, by Mr. Albert of Oklahoma, and 8. 684 which I understand 
is substantially the same. 

(The bills are as follows :) 


[S. 684, 82d Cong., 1st sess.] 


AN ACT To amend the Bankhead-Jones Farm Tenant Act so as to provide a more effective 
distribution of mortgage loans insured under title I, to give holders of such mortgage 
loans preference in the refinancing of loans on a noninsured basis, to adjust the loan 
limitations governing title II loans so as to provide more effective assistance to production 
and subsistence loan borrowers, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the following sections of the Bankhead- 
Jones Farm Tenant Act, as amended (60 Stat. 1062), are hereby amended as 
follows: 

Amend section 4 by striking out the words “and insuring mortgages” and 
“insure mortgages or” where they occur in said section and amend the last sen- 
tence of section 12 (b) to read as follows: 

“With respect to any fiscal year, one-quarter of the amount available for in- 
surance, commitments and acceptance of mortgages under this title shall be 
distributed among the several States and Territories on the basis of bona 
fide applications and the availability of farms with respect to which loans 
may be insured and the balance shall be distributed on the basis provided in 
section 4, and preferences shall be given to mortgages executed by veterans 
qualified under section 1.” 

Sec. 2. Amend section 21 to read: 

“Sec. 21. (a) The Secretary may make loans to farmers and stockmen who 
are citizens of the United States for the purchase of livestock, seed, feed, fertilizer, 
farm equipment, supplies, and other farm needs, the cost of reorganizing the 
farming enterprise or changing farming practices to accomplish more diversified 
or more profitable farming operations, the refinancing of existing indebtedness, 
and for family subsistence. 

“(b) No loan shall be made under this section for the purchase or leasing of 
land or for the carrying on of any land-purchase or land-leasing program. No 
initial loan to any one borrower under this section shall exceed $7,000 and no 
further loan may be made under this section to a borrower so long as the total 
emount outstanding, including accrued interest, taxes, and other obligations prop- 
erly chargeable to the account of the borrower, exceeds $10,000. 

“(ce) The terms of loans under this section, including any renewal or extension 
of any such loan, shall not exceed seven years from the date the original loan 
was made. ; 

“(d) No person who has failed to liquidate his indebtedness under this sec- 
tion for seven consecutive years shall be eligible for loans hereunder until he has 
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paid such indebtedness in full, except that the indebtedness on loans made prior 
to November 1, 1946, which are being serviced and collected by the Farmers Home 
Administration, shall not be subject to the limitations of this section until 
November 1, 1953.” , 

Sec. 3. Amend section 44 (c) by changing the period at the end of said section 
to a colon and adding the following proviso: “Provided, however, That in the 
case of mortgage loans heretofore or hereafter insured under this title, the Secre- 
tary may at his discretion delay his request for refinancing until the borrower 
has acquired a sufficient equity in the farm to enable the holder of the insured 
mortgage to refinance the loan on an uninsured basis under laws or regulations 
to which he may be subject.” 

Sec. 4. Amend section 48 by adding at the end of said section the following 
sentence: “The foregoing requirements shall not preclude establishing the initial 
annual payment at a date not exceeding two full crop years from the date of 
the loan where the Secretary determines that farm income sufficient to make the 
inital payment cannot be readily anticipated at an earlier date, but this pro- 
vision shall not have the effect of extending the maximum term of any loan.” 

Passed the Senate June 21, 1951. 

Attest. LESLIE L. BIFFLE, 

Secretary. 





[H. R. 2642, 82d Cong., 1st sess.] 


A BILL To amend the Bankhead-Jones Farm Tenant Act so as to provide a more effective 
distribution of mortgage loans insured under title I, to give holders of such mortgage loans 
preference in the refinancing of loans on a noninsured basis, to adjust the loan limitations 
governing title II loans so as to provide more effective assistance to production and 
subsistence loan borrowers, and for other purposes 
Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, That the following sections of the Bankhead- 

Jones Farm Tenant Act, as amended (60 Stat. 1062), are hereby amended as 

follows: 

Amend section 4 by striking out the period at the end of said section and adding 
the following words: “and for the purpose of insuring mortgages there may be 
allotted in any fiscal year among the States and Territories, without regard to 
farm population or the prevalence of tenancy, such portions of the authorization 
provided in section 12 (b) not exceeding in the aggregate $50,000,000 as are de- 
termined by the Secretary to be necessary to insure mortgages in the States and 
Territories under this title.” 

Sec. 2. Amend section 12 (b) by striking from the first sentence the figures 
*$100,000,000" and substituting in lieu thereof the figures ‘$200,000,00.” 

Sec. 3. Amend section 21 to read: 

“Src. 21. (a) The Secretary may make loans to farmers and stockmen who are 
citizens of the United States for the purchase of livestock, seed, feed, fertilizer, 
farm equipment, supplies, and other farm needs, the cost of reorganizing the 
farming enterprise or changing farming practices to accomplish more diversified 
or more profitable farming operations, the refinaneing of existing indebtedness, 
and for family subsistence. 

“(b) No loan shall be made under this section for the purchase or leasing of 
land or for the carrying on of any land purchase or land-leasing program. No 
initial loan to any one borrower under this section shall exceed $7,000 and ne 
further loan may be made under this section to a borrower so long as the total 
amount outstanding, including accrued interest, taxes and other obligations prop- 
erly chargeable to the account of the borrower, exceeds $10,000. 

“(c¢) The terms of loans under this section, including any renewal or exten- 
sion of any such loan, shall not exceed seven years from the date the original loan 
was made. 

“(d) No person who has failed to liquidate his indebtedness under this sec- 
tion for seven consecutive years shall be eligible for loans hereunder until he has 
paid such indebtedness in full, except that the indebtedness on loans made prior 
to November 1, 1946, which are being serviced and collected by the Farmers Home 
Administration, shall not be subject to the limitations of this section until 
November 1, 1953.” 

Seo. 4. Amend section 44 (c) by changing the period at the end of said section 
to a colon and adding the following proviso: “Provided, however, That in the case 
of mortgage loans heretofore or hereafter insured under this title, the Secretary 
may at his discretion delay his request for refinancing until the borrower has 
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acquired a sufficient equity in the farm to enable the borrower to obtain a loan on a 
noninsured basis from the holder of the insured mortgage.” 

Sec. 5. Amend section 48 by adidng at the end of said section the following 
sentence: “The foregoing requirements shall not preclude establishing the initial 
annual payment at a date not exceeding two full crop years from the date of 
the loan where the Secretary determines that farm income sufficient to make 
the initial payment cannot be readily anticipated at an earlier date, but this pro- 
vision shall not have the effect of extending the maximum term of any loan.” 





[H. R. 4077, 82d Cong., ist sess.] 


A BILL To amend the Bankhead-Jones Farm Tenant Act so as to provide a more effeetive 
distribution of mortgage loans insured under title I, to give holders of such mortgage 
loans preference in the refinancing of loans on a noninsured basis, to adjust the loan 
limitations governing title II loans so as to provide more effective assistance to production 
and subsistence loan borrowers, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the following sections of the Bankhead- 
Jones Farm Tenant Act, as amended (60 Stat. 1062), are hereby amended as 
follows: 

Amend section 4 by striking out the period at the end of said section and add- 
ing the following words: “and for the purpose of insuring mortgages there may 
be allotted in any fiscal year among the States and Territories, without regard 
to farm population or the prevalence of tenancy, such portions of the authoriza- 
tion provided in section 12 (b) not exceeding in the aggregate $50,000,000 as are 
determined by the Secretary to be necessary to insure mortgages in the States 
and Territories under this title.” 

Sec. 2. Amend section 12 (b) by striking from the first sentence the figures 
“$100, 000,000” and substituting in lieu thereof the figures “$200,000,000.” 

Sec. 3. Amend section 21 to read: 

“Sec. 21. (a) The Secretary may make loans to farmers and stockmen who are 
citizens of the United States for the purchase of livestock, seed, feed, fertilizer, 
farm equipment, supplies, and other farm needs, the cost of reorganizing the 
farming enterprise or changing farming practices to accomplish more diversi- 
fied or more profitable farming operations, the refinancing of existing indebted- 
ness, and for family subsistence. 

“(b) No loan shall be made under this section for the purchase or leasing of 
land or for the carrying on of any land purchase or land-leasing program. No 
initial loan to any one borrower under this section shall exceed $7,000 and no 
further loan may be made under this section to a borrower so long as the total 
amount outstanding, including accrued interest, taxes, and other obligations 
properly chargeable to the account of the borrower, exceeds $10,000. 

“(c) The terms of loans under this section, including any renewal or exten- 
sion of any such loan, shall not exceed seven years from the date the original 
loan was made, 

“(d) No person who has failed to liquidate his indebtedness under this section 
for seven consecutive years shall be eligible for loans hereunder until he has 
paid such indebtedness in full, except that the indebtedness on loans made prior 
to November 1, 1946, which are being serviced and collected by the Farmers 
Home Administration, shall not be subject to the limitations of this section until 
November 1, 1953.” 

Sec, 4. Amend section 44 (c) by changing the period at the end of said section 
to a colon and adding the following proviso: “Provided, however, That in the 
case of mortgage loans heretofore or hereafter insured under this title, the Secre- 
tary may at his discretion delay his request for refinancing until the borrower 
has acquired a sufficient equity in the farm to enable the borrower to obtain 
a loan on a noninsured basis from the holder of the insured mortgage.” 

Sec. 5. Amend section 48 by adding at the end of said section the following 
sentence: “The foregoing requirements shall not preclude establishing the initial 
annual payment at a date not exceeding two full crop years from the date of the 
loan where the Secretary determines that farm income sufficient to make the 
initial payment cannot be readily anticipated at an earlier date, but this pro- 
vision shall not have the effect of extending the maximum term of any loan.’ 


The Cratrman,. Mr. Lasseter, we shall be glad to have you present 


the views of the Department, with regard to the legislation under 
consideration. 
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STATEMENT OF DILLARD B. LASSETER, ADMINISTRATOR OF THE 
FARMERS HOME ADMINISTRATION 


Mr. Lasserer. Mr. Chairman and gentlemen of the committee, in 
my appearance before this committee recently, I was afforded an oppor- 
tunity to make a few comments in connection with H. R. 4077 intro- 
duced by Congressman Albert of this committee. I would like now 
to go into a little more detail about the more important features of 
this bill and the identical bill, H. R. 2642 introduced by Congressman 
Jones of Alabama. These bills would authorized very necessary and 
desirable changes in the authorities contained in the Bankhead-Jones 
Farm Tenant Act and the Farmers Home Administration Act of 1946 
under which the Farmers Home Administration operates. 

Undoubtedly, the most urgent feature of these bills are those pro- 
visions in section 3 which amend title II of the Bankhead-Jones Farm 
Tenant Act dealing with so-called production and subsistence operat- 
ing loans. Provision is made to increase the limitation on the amount 
of an initial operating loan from $3,500 to $7,000, and to increase from 
$5,000 to $10,000 the total debt limit for such loans. Provision is also 
made to raise from 5 to 7 years the period during which operating 
loans must be repaid, and extend from 5 to 7 years the period beyond 
which borrowers who are continuously indebted for loans may be 
eligible for additional financial assistance. 

There are two primary reasons why the limitations on the size and 
the total amount of operating loans need to be increased. 

(1) Modern farming requires more extensive use of credit than 
in any previous period of our history. To achieve greater efficiency 
and security in the operation of family-type farms usually involves 
additional mechanization, increased use of fertilizer, additional in- 
vestments in soil improvement, fencing and livestock. All of these 
things require considerably more available cash or credit than in any 
previous time. The amount and kind of credit necessary to place 
family-type farming operations on a sound basis varies with the type 
of farming to be carried on. According to Bureau of Agricultural 
Economics studies, the total average investment, but not necessarily 
the amount of credit needed, for farm machinery and productive 
livestock on family operated farms in four major types of farming 
areas during 1949 were as follows: $8,941 for Wisconsin dairy farms, 
37,912 for wheat, corn, and livestock farms in the Northern Plains, 
$7,487 for hog, corn and beef cattle in the Corn Belt and $6,800 for 
combination cotton and dairy farms in the South. These figures 
represent the average investments, based on actual farm inventory 
values, for livestock and machinery on typical family operated farms. 
They do not include annual operating capital needed for carrying out 
the farming operations. 

Mr. AnpreseN. What is the date of that valuation—when was that 
valuation, as of this year? 

Mr. Lasserer. During 1949. 

Since these figures represent averages for the farmers included in 
each group, they do not reflect the increased capital investments that 
would be required by farmers who have limited resources with which 
to start farming. Under the present loan limitations, it is necessary 
in many areas to limit operating credit assistance under this program 
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to only those applicants who have acquired considerable equity in 
machinery and livestock. Many established farmers need to change 
from a single cash crop system to a diversified system in order to 
increase their incomes to produce a satisfactory living for their fam- 
ilies, meet operating expenses, fixed overhead costs, repay loans and 
maintain or improve the fertility of the soil. For many of these 
family-type farm operators to undertake successfully a sound well- 
balanced farming operation, credit in excess of the present limitations 
is required. 

(2) Prices farmers have to pay for the items used in their operations 
have increased sharply in recent years, making it necessary to have 
more cash or credit to meet operating costs. For example, a farmer 
who would have required a $3,500 loan in 1946 for anuual operating 
expenses and the purchase of machinery and livestock would have 
required a loan of approximately $5,900 for the same purposes in 
March 1951. This represents an increase of 61 percent. Large num- 
bers of family-type operators are finding it impossible to obtain credit 
in adequate amounts for making needed improvements. They are 
forced to continue farming under a system which precludes the use 
of improved practices and the possibility of increased production and 
income which would be derived therefrom. Because of the increases 
in costs and the limitations on the size and total amount of operating 
loans which can be advanced under present authorities, it is impossible 
to provide credit assistance to a great many farmers who need and 
are eligible for such assistance. 

The need for extending the present maximum repayment period of 
5 years for farm-operating loans and for increasing the period during 
which borrowers may continue to receive loan assistance is clearly 
indicated by our experience in the field of operating credit and by 
recent studies made by the North Carolina Agricultural Experiment 
Station and the Federal Reserve Bank of St. Louis. Our records 
show that a higher percentage of borrowers remained on the program 
more than 5 years in areas requiring large investments in operating 
‘apital than in those areas where relatively small investments are 
required. For example, in the Midwest, where the pattern of farm- 
ing represents a combination of livestock and cash crops, 36 percent 
of the borrowers required more than 5 years to retire their operating 
loan indebtedness. The separate studies made recently by the Fed- 
eral Reserve Bank of St. Louis and the North Carolina Agricultural 
Experiment Station also indicates that 5 years is not sufficient time 
for many family-type farmers to complete needed major adjustments 
in their farming operations. The results of these studies show that 
many farm operators cannot successfully undertake a balanced or 
diversified farm program unless (1) credit is available in adequate 
amounts during the adjustment period, and (2) the repayment sched- 
ule is extended over a sufficient number of years to permit the loans 
to be repaid from the increased returns which materialize only after 
the improvement program is well under way. | 

Under the present 5-year limitation, a large number of borrowers 
of the Farmers Home Administration will not be eligible for further 
opearting credit assistance through this agency after August 14, 1951, 
because of their inability to pay in full their indebtedness for prior 
loans. The vast majority of these borrowers are making good prog- 
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ress toward the development. of sound farming operations and most 
of them could, with continued assistance for a period of two or three 
more years, achieve greater economic security, repay their indsbted- 
ness to the Government and be in a position to obtain their juture 
credit needs from banks or cooperative lending institutions. 

Section 5 would authorize the deferment of initial annual pay- 
ments for a period not exceeding two full crop years from the date 
of the loan in those instances where it is determined that anticipated 
farm income will not be sufficient to make the initial payment at an 
earlier date. This applies to both real estate and operating loans. 
Under present law, the repayment schedule must provide for annual 
repayments beginning with the year in which the loan is made. In 
assisting farmers in making major adjustments in their farming 
operations and in helping beginning farmers to become established 
to carry on sound operations, it is often found that the continuing 
costs exceed returns for the first 2 years when relatively large invest- 
ments are needed in real estate improvements, and also in machinery, 
livestock, and fencing. In many instances borrowers will not have 
sufficient income to make any repayments until the end of the second 
year. The present requirement that annual repayments be made on 
loans advanced by the Farmers Home Administration beginning with 
the year in which the loan is made presents a difficult problem in the 
administration of the operating loan program. 

Sections 1 and 2 of each bill would provide for increasing the 
authority for insuring mortgages on farm ownership loans under title 
I of the Bankhead-Jones Farm Tenant Act from the present authority 
of $100,000,000 each year to $200,000,00 each year, and would further 
provide that. $50,000,000 of the increased amount. could be used in 
any State without regard to the distribution of the total insurance 
authority between States based on farm population and prevalence 
of tenancy. Since these bills were introduced and since the passage 
of the Pace bill last session, there has been a very significant change 
in the money market. Many large lenders who heretofore had been 
anxious to make insured loans have now withdrawn from participa- 
tion in the program. This development is ayparently due to the 
new policy with respect to interest rates on Government bonds which 
has had the effect of increasing interest. rates generally on all types 
of loans made by private lenders. With the withdrawal of these 
large lenders we are finding it increasingly difficult to secure sufficient 
lenders to supply the funds for the loans which we otherwise would 
insure. 

The interest rate for farm ownership insured loans is 3 percent to 
the lender and 4 percent to the borrower, the additional 1 percent 
being a charge received by the Government, one-half of which goes 
toward maintaining the insured mortgage guaranty fund and the 
other half goes toward defraying administrative expenses of the 
program. 

Because of the lack of private lenders and because of inflated land 
values, I am frank to say that there is no present urgent need for 
increasing the annual insurance authority from $100,000,000 to $200,- 
000,000. There is, however, a very definite need for providing some 
authority, within the $100,000,000 ceiling, for insuring loans in some 
States in greater amounts than the statutory formula now permits. 
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Under existing laws, the annual insurance authority of $100,000,000 
is distributed to each State or Territory in accordance with farm 
population and prevalence of tenancy as provided in section 4 of the 
act. When the Farmers Home Administration Act of 1946 was 
passed, it authorized the insurance of loans to owners for the devel- 
opment of underdeveloped farms as well as to farm tenants for the 
purchase of farms. Prior to that time, direct farm-ownership loans 
were authorized only for the purchase of farms for farm tenants. 
The formula for allocation of funds based upon the prevalence of 
farm tenancy was, however, unchanged. Since more than 50 percent 
of the loans now being insured under title I are for the development 
or enlargement of farms already owned by the applicants as distin- 
guished from loans to farm tenants for the purchase of farms, the 
allocation of insurance authority based upon the prevalence of farm 
tenancy would not appear to adequately reflect the need for loans to 
farm owners. The proposal in section 1 providing that not to exceed 
$50,000,000 could be allocated to States without regard to farm popu- 
lation and prevalence of tenancy would remedy this apparent incon- 
sistency. There are many States where relatively small amounts of 
the total $100,000,000 authority can be allocated under the present 
formula. In Nevada the present formula permits an allocation of 
only $16,672. There are eight States and two Territories for which 
the present formula produces less than $100,000 in insurance authority 
each year. The proposed legislation would permit sufficient flexibility 
in the allocation of funds to allow a reasonable number of loans to be 
insured in each State. 

Mr. Axpert. Is it not true that at the present time almost one-half 
of the loans are for the enlargement of farm acreage? 

Mr. Lassrerer. Yes, sir. 

Mr. Avsert. And just a little over one-half is for the purchase of 
new farms? 

Mr. Lasserer. That is right. The exact percentage now is about 
63 percent. I might point out here that the Senate bil changed the 
proposed legislation to retain the $100,000,000 limit and provided 
$25,000,000 of that to be used outside of the formula. 

Title IV of the Bankhead-Jones Farm Tenant Act presently re- 
quires that when a borrower has acquired sufficient equity in his farm 
to obtain a loan on a noninsured basis, the Secretary will require that 
the loan be refinanced. Some investors in insured farm mortgages 
make the initial loan with the purpose in mind of observing the prog- 
ress of the borrower until such time as his equity in the farm is suf- 
ficient to enable the insured lender to take over the loan without the 
benefit of Government insurance. At present, such a lender, because 
of the legal requirements under which he operates, might find himself 
unable to take a loan on a noninsured basis whereas another private 
lender exempt from those legal requirements would find it possible 
to refinance the loan on a noninsured basis. Section 4, the final pro- 
vision of the Albert and Jones bills, is intended to permit the holder 
of an insured mortgage to retain the mortgage under certain circum- 
stances until he can take it over on a noninsured basis under the legal 
requirements under which he operates. The proposed amendment is 
considered desirable in maintaining good working relationship with 
lenders who desire to convert insured mortgages to conventional type 
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real-estate loans. The borrower will continue to have the option of 
selecting a lender of his own choosing at any time that he is able to 
obtain a loan from a private source. 

In view of the desirable effects which H. R. 2642 and H. R. 4077 
would have in providing greater assistance to family-type farm op- 
erators, I hope that the committee will see fit to favorably report a 
bill. 

The Carman. Mr. Lasseter, we thank you very much for your 
well-prepared statement. 

If I understand correctly, you are insisting upon increasing the 
insured fund from $100,000,000 to $200,000,000 # 

Mr. Lasseter. Yes, sir. 

The Cuarrman. That would necessitate an amendment, on page 2, 
section 2 of the bill as introduced by Mr. Albert, which would delete 
that section ? 

Mr. Lasserer. Yes, sir. That would be quite satisfactory, sir, and 
would meet our present needs. 

The Cuatrman. And you would want to change, in line 5, the $50,- 
000,000 to $25,000,000 ? 

Mr. Lasseter. Yes, sir. 

The Cuatrman. That would be allocated to States without regard 
to the prevalence of tenancy ? 

Mr. aaeiiciie Yes, sir. 

The Cuarmman. To what extent has that authority been used ? 

Mr. Lasseter. We have never yet approached the limit, $100,000,000 
u year. I think, probably, the best vear we have had so far has been 
about $18,000,000. Much of this is in the way of being theoretical 
now, because we have not approached the $100,000,000, but you see the 
prevalence formula in some States, such as in the far West, such as 
Oregon and Maine, has prevented us from insuring loans when we had 
authority available. The land has been available and it has estopped 
us from lending. 

Mr. Apert. For the purpose of the record the Pace subcommittee 
reported out substantially the same legislation and this committee 
and the House passed it last year. 

Mr. Lasseter. Yes, sir. Exactly the same bill that you and Mr. 
Jones have introduced, Mr. Albert. 

TI should like to point to my last statement about allowing lenders 
to hold insured loans until such time as they can take up the loan on 
a noninsured basis. That request developed from Minnesota, Mr. 
Andresen. The State banks out there can lend just a certain percent- 
age on these loans. We may have a loan out there with a private bank 
and the borrower gets up to 35 percent equity, and the insurance com- 
panies from outside who are not bound by the Minnesota State bank- 
ing laws can come in and take the load and the bank that has been 
carrying it would have to give it up. That is the background of that 
request. 

Mr. Anpresen. It seems to me that this question of allocating funds 
that you have as a part of your program to various States and sections 
is somewhat troublesome, because in conversation with you I have 
found that at certain times requests for loans had come in from my 
State, for instance, and you had to look around to find some money 
to take care of those loans, 
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Mr. Lasseter. Yes, sir. 

Mr. Anpreson. I do not think any loans were made on my request, 
but it seems to. me that there should be an equitable distribution if you 
are going to increase the amount rather than to have the loans all 
made in just certain sections of the country. 

Mr. Avzert. This refers to insured loans. 

The Cuatrman. That is exactly what he is suggecting. 

Mr. Lasserer. Are you talking about the insured loans or just the 
ordinary operating loans? 

Mr. AnpreseNn. As I understand it you want to take $50,000,000 or 
$25,000,000, and then it is discretionary with your agency to place 
those loans wherever you want to place them irrespective of demands 
for other areas. 

Mr. Lassrrer. That is, outside of the tenancy formula, yes. That 
would, of course, help areas like Minnesota, Wisconsin, and some of 
the far Western States where tenancy is so light. This would help 
us. And there would no doubt be availability. We could allocate 
enough money out there because we have not used $25,000,000 in the 
whole country in any one year yet. 

Mr. AnpRESEN. I do not know whether you are doing a man a favor 
at the present time to start him up in the farming business, or to 
finance the purchase of dairy cattle at $300 or $400 a head. 

Are your recommendations made on the theory that we are going 
to have an inflationary situation for agriculiure, so far as prices are 
concerned for the next 7 to 10 years? 

Mr. Lasserer. I am not smart enough to say that, Mr. Andresen. 
I will say this, that in our loans I think a microscopic inspection would 
reveal that we have not followed the inflationary spiral. We, sir, have 
not helped it. We have gone along with it just where it was abso- 
lutely necessary. Of course, people continue to want to go into farm- 
ing. I think there is a situation yet where they can start farming 
and expect to get on their own feet. As to where it will land, I do not 
know, of course. 

Mr. Anpresen. I personally feel that you are not doing a man a 
favor in starting him up in the farming business and to finance his 
entire operation at the present time. 

Mr. Lasseter. We do not always finance all of it. 

Mr. Anpresen. Well, you can. 

Mr. Lasserer. Yes, sir. 

Mr. Anpresen. So that where you equip a farm like up in our sec- 
tion where it costs from $10,000 to $15,000 to put a man on a basis 
where he can make money, for him to pay off his loan is a pretty 
expensive proposition. 

If we can look forward in the next 10 years and say that the man 
is going to get 45 cents a pound for his cotton and will get 30 to 40 
dollars per hundred pounds for his beef cattle, from $20 to $30 for 
his hogs, if that situation will remain with us for 10 years, you can 
probably loan him more money. 

Mr. Lasserer. I am certainly optimistic about the future of agricul- 
ture. I certainly am not pessimistic about it. 

Mr. Anpresen. Over just a period of a few months I have seen 
cows that cost over $200 sell for $20, too. So this drop can come 
just as fast, or much faster than it goes up. 
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Mr. Atpert. We cannot dry up because things are high now. We 
still have to keep farm production up. 

Mr. Anpresen. I am thinking of the man who has to go into debt 
to finance himself to get started, even though his intentions are good. 
If he can get the money, he can go out and buy the farm and get it 
equipped, but he has to repay that loan, and most of them do want to 
repay their loans. He is entirely dependent upon what he gets for 
his stuff as to whether he will repay it or not. 

Mr. Lasserer. That is right. 

Mr. Anpresen. I think we ought to move cautiously on it. 

Mr. Lasserer. I think, Mr. Andresen, if anybody is cautious we 
are. I think our record proves that. 

This does not mean that every loan would be $7,000. Do not worry 
about that at all. 

The CuarrmMan. What is the average of the insured loan? 

Mr. Lassrrer. The average is about $8,000. That is the average 
of the insured loans. 

Mr. Anpresen. How many years have you been at the head of this 
agency now? 

Mr. Lasserer. I came in in February of 1946—a little over 5 years. 

Mr. ANprREsEN. It has all been on a rising market? 

Mr. Lasserer. Yes, sir; no doubt about that. Generally that is 
true; yes, sir. 

Mr. Anpresen. So that during that period I will say that you have 
run the agency very successfully and very good. 

Mr. Lasserer. Thank you. 

Mr. Anpresen. It has been on a rising market when farm prices 
have been going up and you could make these loans on the basis 
that you have with some thought that they would be fully repaid, and 
there has been repayment, but when you come on a falling market then 
you have an entirely different situation. 

Mr. Lasserer. I realize that, Mr. Andresen, as much as anyone. 

1 would like to point out, though, that during this period we have 
realized an unusual record, and I hope some features of it certainly 
will continue. But during this period, and this is to the credit of the 
American farmer, we have liquidated loans 18 and 20 years old and 
have been getting money into the Treasury, going way back into 
loans in the twenties, some of the old crop and feed loans. We have 
collected those. 

Mr. Anpresen. You have done that because the farmers have had an 
income. Most farmers are honest and want to pay their debts. 

Mr. Lasseter. Exactly. Maybe we will hit some years in which 
our income will be less than our outgo. Those years, I think, someday 
are bound to happen. It happens in business, in big corporations, but 
for the long pull I think that this money is well invested. 

Mr. Anpresen. I have just one more thought. I am thinking 
about the big cotton crop that we may have this year of some 16 or 19 
million bales. 

Mr. Surron. Do not worry about that. You will not have it. 

Mr. Anpresen. We probably would if we could. 

Mr. Surron. We will not have it this year. 

Mr. Anpresen. If you do have a big cotton crop, the price of cotton 
may go down to the support price, which would mean a drop of ap- 
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proximately 12 cents a pound, which would be a terrific impact upon 
the cotton farmer with his high production costs and high labor costs 
and the high price of material that he has to buy. It would not take 
long to bring about a situation where there would be great distress in 
the cotton- _producing areas. 

Mr. Lasserer. I will say this, that, while that certainly would pro- 
duce distress with our borrowers, they would certainly be less affected 
than the average farmer, because in the Southwest, the old cotton 
areas, we have been very careful not to depend upon a cotton economy 
for the repayment of our loans. We have insisted upon diversifica- 
tion, even agreeing with the need for more cotton. We have not per- 
mitted, to the extent of our ability, borrowers to plow up pasture land 
to plant cotton. They will produce more cotton on the same acreage. 

The cotton economy is certainly not the base of our loans, even in 
the cotton sections. 

Mr. Poaar. I think it ought to be said, and I know this from my 
own experience, that every time I go home somebody complains to me 
that he is unable to get approval to buy a farm that he thinks he 
ought to buy. The reason he is unable to do so is that the law says that 
the farm costs too much. 

You have had plenty of money for some years to lend and to 
guarantee down in my part of the country. 

Mr. Lasserer. That is right. 

Mr. Poacr. But you have not used all of it. I am not criticizing. 

Just yesterday I got a long letter from Bell County, Tex., complain- 
ing of that, that the party could not buy a farm, had located the farm, 
but that they would not let him have the money. He did not explain 
why, but I know why they did not let him have the money. It was 
because they felt that the farm was costing too much and that it was 
not a safe investment, that he might not pay it out. 

That sort of thing is happening all the time in Texas. You are 
turning them down by the hundreds, those who would like to go out 
and buy this high-priced land, because your local people and your 
local committees of farmers say that those farms are not sound invest- 
ments and that there is not any assurance that the farmer can pay out. 

I think that is the way you should handle it. I have no critic ism 
of it. That is exactly what you are doing, I think. 

Actually, rather than running this on a basis of letting people 
buy what they want, the entire criticism of your organization that I 
know of in central Texas right now is based on the complaint that 
you are not putting out enough money and you are not letting them 
buy enough farms. And the reason you are not doing so is trying to 
protect them, as Mr. Andresen points out. 

Mr. Lasseter. I think our system is just about as nearly foolproof 
as one can be. The county committees have full control of all of this 
money. There are farmers. I think you can go into any State or 
practically any county and you will find that those men know what 
they are doing generally. I say we have not followed this up as fast 
as probably some people would like us to do it. We have been ex- 
tremely conservative. Most of the criticism that reaches me has been 
on that basis. 

Mr. Poage. You would not buy one of those farms down in central 
Texas, and neither would I. They are priced all out of reason. I 
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think that your policy is right in not putting out money to some 
farmer to buy one where you and I do not think we could make the 
payments on it. Ido not think he can, either. 

Mr. Lasseter. That is right. 

Mr. Axpert. If you did, land would go higher and higher. 

Mr. Poage. That is right. 

Mr. Lasseter. I do not think we have contributed to inflation by 
the prices we pay. We have certainly been hard-boiled on the ap- 
praisals. I say that we have no ambition to get anybody to borrow 
money from us that he cannot repay. That is a guardian principle 
of our administration. 

Mr. Ausert. I would like to point out here that we should distin- 
guish between insured loans and direct loans. This limitation here 
is on insured loans. 

Mr. Lasseter. That is right. 

Mr. Atsert. In other words, the Government lending program will 
not be affected. 

Mr. Lasseter. This is just a legal technicality. 

Mr. Apert. There are many places where you cannot get private 
agencies to lend at all. There is no use having an excessive allocation 
to such areas. 

Mr. Surron. My question refers to refinancing existing indebted- 
ness. That perturbs me a little bit. I have a specific case that has 
been called to my attention. 

Mr. Lasseter. Are you talking about the bill or my statement, sir? 

Mr. Sutton. This is in the bill. Down in Mississippi it seems there 
are three farms down there that three tenants have bought under 
this program. They have never paid any interest on it or principal 
or anything. 

A friend of mine down in Tennessee tried to buy the adjoining 
farm. He went up to Jackson, to your office there, trying to buy it, 
realizing that nothing had been paid back on even the interest and 
the taxes or anything for 4 years. The man at Jackson told him that 
he might be able to refinance it some time or other. 

These three colored men have not been able to pay any interest or 
anything. 

I wonder if you would object to taking out that refinancing of 
existing indebtedness section / 

Mr. Lasserer. I happen to know about that case. I told them the 
situation looked hopeless down there, because the water gets in there, 
I think. I issued instructions for them to sell, to put that up to be 
sold. So we are not going to continue pouring money into that place. 

That gentleman came in to see me. I had a very nice visit with 
him. I think that is settled satisfactorially. 

Mr. Surron. Would you have any objections to deleting that? 

Mr. Lassrrer. Of course, this is operating loans, anyhow. This 
is not a real-estate loan that we are talking about here. 

Mr. Surron. Would you object to knocking that refinancing exist- 
ing indebtedness out ? 

Mr. Lasstrer. This is production and subsistence loans. You have 
to have refinancing. I would rather have it in there. I do not think 
it will cause much difficulty, because if the man gets to the point where 
he cannot pay up and it 1s hopeless for him, as in this case, we cer- 

















BANKHEAD-JONES FARM TENANT ACT AMENDMENTS 13 


tainly do not refinance them. In some cases it may be highly desir- 
able. That is the only point. 

Mr. Surron. What I am thinking about is this. Even though you 
have spent only $18,000,000, there might come a time next year where 
you would spend the entire $100,000,000. 

Mr. Lasstrer. That is a real-estate loan. What we are talking 
about is production loans right here, sir. As I say, I do not know 
what the impact of it would be. 

Mr. Surron. In my section it is hard to get a deal through your 
association because we have some tough men, and they just will not 
lend the money. I believe your records will show that. 

What I am thinking of is that you can spread it out and not give 
it to just a few—spread that money out, and if the time ever comes 
when you need the $100,000,000 it will be available. 

Mr. Lasseter. I think it would be many years before that would 
have any practical effect one way or the other. Even if the $25,000,000 
would be set aside to use as we saw fit, that does not mean that the 
demand from Tennessee, Mississippi, or Georgia, if it would arise, 
that we could not use it there. It does not mean that we take it out 
of the tenant section of the country at all. 

Mr. Surron. It does not seem fair to me that a man can come time 
and time again to get his indebtedness refinanced. 

Mr. Lasserer. We do not do that. That, Mr. Sutton, has no rela- 
tionship at all to the $100,000,000. This is for crop operating loans. 
For instance, a man wants to get into farming, or he is running a 
little behind, and we might lend him money to get himself straightened 
out or to keep somebody else from taking his chattels or his equip- 
ment so he could not farm. That is all that is. That has nothing 
to do with the real-estate loans at all. 

Mr. Surron. The Government lends a man money. And the banks 
will lend him a little money then for crops, and so forth. They do 
in my section. 

Mr. Lasserer. They will in very many cases; yes. In too many 
cases they will not. 

I personally wish that they would lend all of those who are deserv- 
ing. Of course, then there would be no need for our agency. And 
that would be all right, but they will not do it. 

Mr. Atsert. You may have a situation like this: A fellow is in 
the dairy business, for example. He does not have a big enough 
herd, but he has a short-term loan on his present herd that he has 
to meet by a certain date. If he can add 20 percent to his herd and 
refinance the whole deal, add it all together, and give him a period 
within which he can pay off, he will come out all right. 

Mr. Lasserer. And turn the security over to us. Sometimes a 
20-percent increase in the herd will be the difference between failure 
and success. 

Mr. Auzert. That is right. 

Mr. Lasseter. So I do not think this will hurt. I think we would 
get more complaints from constituents if this were removed; and 
it would cause more confusion, I think, if we could not at times re- 
finance some of the indebtedness so that a man could have his imple- 
ments, his equipment for his own use. Otherwise they might fore- 
close and very often sell it for much less than he owes. I think the 
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banks and the private lenders would approve of this. I know they 
would. 

Mr. Surron. That is a chance that a man takes when he borrows 
money, taking the chance of foreclosure. 

Mr. Lasserer. That is right. Sometimes just carrying him over 
another 6 months or another year gets him over the hump and he 
makes a success. That has been our experience, and we have a lot 
of proof of that. 

The Cuarrman. Are there any further questions? 

Mr. Surron. What has been the percent of failure of these loans? 

Mr. Lasseter. We have the history all the way back, Mr. Sutton. 
You want the percentages now / 

Mr. Surron. Yes. 

Mr. Lasseter. Referring to the insured loans? 

Mr. Surron. Yes. 

Mr. Lasserer. There have been no losses at all on insured loans. We 
have taken back a few farms. We did not lose any money in selling 
them. A good test would be on the direct farm ownership program 
which has been operating since 1938. 

Mr. Surron. What percentage of failure is there there? 

Mr. Lasserer. We have lost $528,000 out of $385,000,000. And that 
is exclusive of the interest we have collected, too. 

The CHarmman. Mr. Lasseter, the Senate bill contains all of the 
provisions you are particularly interested in, does it not? 

Mr. Lasserer. That is right. 

The CHatrman. Is there any reason why we should not substitute 
the Senate language for the language in these other bills? In other 
words, if we take one of the House bills we would have to mark it up, 
delete section after section and make amendtment after amendment, 
whereas if we substitute the Senate language we would have a clean 
bill. I am not saying that we will do that, but I want to get your at- 
titude about it. 

Mr. Lasseter. With the permission of the introducers I would cer- 
tainly suggest that. 

The Cuarrman. Thank you. 

Mr. Lasseter. Thank you. 

The CHatrman. I would now like to recognize Mr. Jones from 
Alabama. He is author of one of the House bills. 


STATEMENT OF HON. ROBERT E. JONES, JR., A REPRESENTATIVE 
IN CONGRESS FROM THE EIGHTH DISTRICT OF ALABAMA 


Mr. Jones. Mr. Chairman and members of the committee, I ap- 
preciate the time that you have given me to make a brief statement in 
connection with this bill. 

It would probably be wise for me to state the history of the legis- 
lation since its first inception. 

As you recall, 2 years ago I introduced a bill along with Mr. Pace, 
and the Pace bill was reported out unanimously by the committee. It 
was placed on the Consent Calendar and passed in the House. The 
Senate took no action on the bill, and so it failed to be adopted. 

This year Congressman Albert and I introduced companion resolu- 
tions which are presently before you. 
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I would like to call to your attention and emphasis some facts that 
have evidently been overlooked, that is, that all types of loans made 
by the Farmers Home Administration are supervised loans. That is 
that the county supervisors have worked out their program of opera- 
tion in connection with all other farm agencies, such as soil Conserva- 
tion, PMA programs, and so forth, by trying to determine the best 
and most suitable use of the farm respecting the employment of acre- 
age. ; 

So, therefore, these loans have been supervisd. 

In addition to that, the first section of the bill takes up the insured 
loans program. 

You will recall that the first funds made available for the guaranty 
loan program was in 1948. As I recall, there was something like 
$2,000,000 made available the first year. The year before last it was 
$17,000,000, and $18,000,000 this year. 

So the question naturally arises as to why there would be an inflation 
or desire to increase the total amount of insured loans. Well, that is 
brought about by the financial condition that the farmers find them- 
selves in today, increased cost in production, and the demand for a 
type of credit over and beyond the conventional types of credit that 
are normally available to them. 

Last year we lost over 1,000,000 farm employees. We have been 
decreasing in farm population at a rate never known heretofore. We 
dropped in population from about 18.6 down to about 15.8. That 
means we are having a mass exodus of people from agricultural areas 
moving into urban districts. Therefore, we are called upon to place 
credit at the hands of the farmers to mechanize and to increase this 
production to take care of the loss of the rural population. 

It is evident that an insured program is not entirely a popular pro- 
gram with farmers. The reason that it is not is because the farmers 
have been slow in perceiving the advantages of an insured loan pro- 
gram. And no doubt the volume of increase in insured loans will be 
accelerated within the next 2 or 3 years. 

The bill gives wider latitude within increased amounts to carry out 
a diversified program or a change in the type of farming operation 
carried on by the operator or borrower. So, therefore, it is necessary 
that we have increased amounts. 

The gentleman from: Minnesota raised the question about the $25,- 
000,000 being exempt from the present formula. The result of the ex- 
emption will mean that more funds will be available to such areas as 
States like Minnesota and Nebraska, as Mr. Lasseter pointed out ear- 
lier in his testimony. 

There must be some latitude for the simple reason that they are 
facing the same problems that we face in the cotton areas. 

Back to the question that the gentleman from Tennessee raised as 
to striking out the section giving the Administrator the right to 
refinance. Of course, if the Administrator does not possess the right 
to go into refinancing, the situation that existed in the cotton areas 
in the last 2 years would mean that the farmer who had failed in 
his crop would not be a subject of refinancing. So, consequently, it 
means that you must have refinancing because in extraordinary cir- 
cumstances of crop failures the Administrator would be tied to the 
restriction in the present law of not refinancing. 
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Mr. Surron. Mr. Lasseter said it was not the idea of financing one 
loan for a one-crop farm. 

Mr. Jones. That is true. 

Mr. Surron. Your cotton farmer is entirel 
cannot even get one. 

Mr. Jones. He will have his principal crop which is cotton, though. 
For instance, in States like Mississippi, ouiaiens Alabama, and 
Texas most of the borrowers under the Bankhead-Jones Act receive 
their principal income from cotton. So it still means that a cotton 
farmer in north Alabama or south Mississippi could be refinanced 
under this section. 

In addition to that the gentleman from Oklahoma pointed out a set 
of circumstances which would give the authority to the Administrator 
to make the present delinquent operator a profitable operation. 

Let me give you another circumstance which is under consideration 
in that section. When the Farmers Home Administration takes over 
a borrower for the purpose of carrying out his farming operations it 
is necessary that they know his financial condition. If he has debts 
scattered all over the country, then, of course, he is not a good risk. 
And it is for the purpose of husbanding all of the indebtedness to 
where they can calculate the prospects of his repayment. In other 
words, it 1s for the protection of the Government as well as for the 
protection of the borrower to see that that section is maintained in 
the bill. Without it it would weaken the Administrator in his recap- 
ture of loans that are being made. So it would work adversely to 
the Government more than it would work adversely to the borrower, 
in my opinion. 

Mr. Surron. What I am thinking about is the Kaiser-Frazer loan. 

Mr. Jones. They are not in this. 

Under the insured program in States like Tennessee we would have 
an increase under the $75 million formula of insured loans of $3,079,- 
406. In States like Georgia, you would have $5,194,806. So it means 
that we are going to have to provide more money for farming opera- 
tions under the Bankhead-Jones Act if those categories of cases of 
farmers who can qualify for loans under the provision of this act 
should have opportunity to make capital investments in their farms 
under the production loans, and to have such time placed on them 
for repayments that it will be a sound investment, both for the Gov- 
ernment and for the operator. , 

Mr. Chairman, I do not want to impose further on the time of the 
committee. If there are any questions, I shall be glad to answer them. 

The Cuarmman. Thank you very much, Mr. Jones. Do you think 
that the provisions of the Senate bill would take care of the situation 
all right ¢ 

Mr. Jones. Yes, sir. Mr. Lasseter and I have gone over the Senate 
provisions quite carefully and we are in accord, and so is Mr. Albert— 
we have discussed it with him—and we find ourselves in nowise in 
disagreement with the Senate bill. 

The Cuatrman. The figures that you quoted showing the exodus 
from the farm, was that in the period of the last 10 years? 

Mr. Jones. Yes, sir. 

The Cuamrman. How many did you say had left the farms? 

Mr. Jones. I do not recall the exact figures, but the rural popula- 
tion lost from 18 percent down to 15 percent. 


a cotton farmer. He 
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The Cuairman,. Of the total population / 
Mr. Jones. The total population; yes. 
The CHairman. In aagtark you said it was 1 million people? 
Mr. Jones. We lost over 1 million of farm workers, laborers. 
The CHatrman. The population on the farm decreased 1 million? 
Mr. Aupert. We lost about 5 million. 
Mr. Jones. You have lost over 5 million, but of those numbers, 
1 million were farm laborers. 

The Cuairman. The total population has decreased 5 million? 

Mr. Jones. About 3 percent of the total population of the United 
States. 

The Cuatrman. Five million people left the farms, and 1 million 
of those 5 million were farm workers / 

Mr. Jonrs. Something over 1 million were farm laborers. 

The Cuarrman. Are there any further questions! If not, we wish 
to thank you again. 

Mr. Jones. Thank you. 

The CHamrMan. Our next witness is Mr. J. T. Sanders, of the Na- 
tional Grange. 


STATEMENT OF J. T. SANDERS, LEGISLATIVE COUNSEL, THE 
NATIONAL GRANGE 


Mr. Sanpers. Mr. Chairman and gentleman, the National Grange, 
we are certain, is the most truly family organization of the Nation; 
and as such we have an abiding interest in the welfare of the family 
farm. Both sexes above 14 years of age can be full members of the 
Grange with full and equal voting and offic eholding rights. A 14- 
year- -old girl or boy can be the master of a loc: al, county, State, or 
National Grange if she or he can get the necessary votes. In nearly 
all cases at county and State levels, and at all sessions of the National 
Grange, the delegates are the man and his wife with separate and 
independent votes. This integral parity of man and wife, this in- 
separability of the family function, probably does not exist to an 
equal extent in any religious, social, fraternal, or economic organiza- 
tion either in this country or elsewhere. Because of this we earnestly 
believe that our interest in the American family farm is unique. 

The Farmers Home Administration probably occupies a similar 
position of unique service to the family farm among Government 
agencies ; since it also, it seems to us, is the unit of the Federal Gov- 
ernment that is most truly a farm-family agency. 

Not only does the Grange have this inseparable relationship to 
the family and the family farm, but we also believe in the permanent 
superiority and soundness of the family farm unit—economically, 
socially, and politically. Some have said and some have feared that 
the American family farm is passé. Some have said power farming 
and machinery will bring in the era of the corporation farms and 
drive out the family farm. Nothing could be further from the facts. 
Mechanization in Iow: a—probably the most heavily mechanized agri- 
cultural State—has boosted the average farm from a reliance of 
around 70 percent on family labor two decades ago to around 85 to 
90 percent today. There is no better indication of the growing 
strength and soundness of the family farm than this test—and the 
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same tendency is true for other States. Machinery, although it en- 
larges the farm, does not demand enlargement above an economically 
sound family unit. This unit of family-size farm and sound use of 
machinery is of profound significance socially and politically for our 
Nation. It is decidedly indicative of a strong force for democracy 
springing from our farms. ‘To this committee I am sure there is no 
need to dwell on this truth, but that only its mention is sufficient. 

The functions of the Farmers Home Administration not only pro- 
mote ownership of farms, thus giving great impetus to desirable 
farm-family strength; but, thanks to amendments to the original 
Bankhead-Jones Act, it now also promotes an economically sound 
family-sized unit. It thus almost ideally serves the Grange’s great 
interest in sound American family farms. Therefore, there is every 
reason why the Grange has been a warm supporter of this agency from 
its beginning. 

We would like to point out the vital significance of this permanent 
status of the family farm in relation to the economic soundness of 
Farmers Home Administration loans. The safeness of a mortgage 
loan in the long run primarily rests on the earning power of the 
property, but it ‘also rests to a most important extent on the stability, 
ihe social integrity of the human element behind the mortgage. FHA 
loans under present policies rest on a reasonably sound property 
base but also on a unit of property of a sound-earning-power size, 
and also a unit that constitutes the physical base for one of the most 
stable social units in American life—the farm family. Add to this 
that these farm families have the best farm-management guidance 
that the world affords—that of the experts from American agricul- 
tural colleges—and it is easily seen that this combination of s ‘safety 
and stability factors makes these FHA loans for more secure than 
their equity margin would indicate. FHA loans are only great 
social service performing loans; we believe they are among our safest 
mortgage loans also. 

Although we have supported the Farmers Home Administration 
from the beginning, we have believed that its functions should be 
improved gradually as experience indicates desirable. We are now 
certain that this testing period is over and that its functions are well 
along toward reasonably full perfection. The insured mortgage pro- 
gram, Which is a practical means of rapid expansion of ow nership and 
enlargement of farms, is now in its fifth year of trial and develop- 
ment. It is ready for safe expanded use—use that will deal effective- 
ly not only with the tenancy problem but with the adjustment of 
ownership to a unit of sufficient size for use of modern power and 
machine methods. Both functions are sound and highly desirable; 
and their fullest possible development is especially needed during the 
years ahead when we shall need every possible reinforcement of 
democracy to meet the worldwide threat of communism. 

“ailure to bring about land reform in all of the backward coun- 
tries of the world has made the astounding inroads of communism 
possible in the very countries in which one would expect communism 
to make its least progress—in the dominantly agricultural countries. 
A wholly indefensible exploitative tenure system has caused this 
rapid growth of communism more than all other causes combined. If 
we expect to lead these unfortunate countries back away from the 
glittering and false promises of communism, we certainly should 
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clean house at home and develop a sounder ownership tenure structure. 

We do not here imply that a certain amount and kind of tenancy 
does not have a highly useful function in American agriculture—for 
it certainly does, as a means of helping a young beginning farmer, (1) 
to quickly assume the responsibility of an independent operator, (2) 
to gain experience in management, (3) to discover the size and kind 
of farm he can most profitably operate, and (4) to otherwise prepare 
himself to attain the ultimate goal of ownership. In this respect and 
in these functions tenancy is needed and is a highly desirable part of 
the American economy. What we want is to make it possible once 
tenancy has performed these functions, for the young farmer who 
wishes to pass into ownership and is able to do so, to arrange any 
needed financing for this step to the young farmer, to the community, 
and Nation. 

Those young farmers who have the necessary financial means to 
assume ownership do not need and cannot now resort to the aid of the 
Farmers Home Administration; but those who cannot get the needed 
funds elsewhere, but show satisfactory promise of success, are the 
ones the Farmers Home Administration can and does serve. Double 
assurance of success and soundness of risk is furnished by the direct 
supervision of FHA. This service is not only distinctive but is sound 
in all repects. 

We said above that it appears to us that the FHA has developed and 
tested its techniques and methods to an extent or degree of reasonable 
perfection; and that it is ready to launch out on an expanded attack 
on both the problem of tenancy and of adjustment of farms to sounder- 
sized units. H. R. 2642 and 4077 are designed to enable the FHA 
to do both of these. 

We are doubtful of the advisability of the provision of the bills 
which makes it possible for the lender to be given preference in 
converting the loan to a noninsured basis, when the borrower has 
made the necessary progress in amortizing his loan. In fact, as we 
read it, this proviso of section 4 gives the borrower and the local 
FHA representative, in the name of the Secretary, the right to hold 
the mortgage until the lender is willing to transfer to a noninsured 
basis. 

The main point of justification of FHA loans is that of supplying 
service where strictly commercial or sound cooperative credit are 
not available but where supervised credit is sound and is needed. 
The limitation to maximum service in this field, it seems to us, is the 
amount of authorized and appropriated funds the Government is 
willing to provide. The ostensible purpose of preference to the 
original lender of insured credit is to make the loans more attractive 
to the lender. This would actually restrict the maximum volume of 
credit available to both insured borrowers and to the commercial and 
cooperative borowers if the amount of Government or insured credit 
is the real limiting factor. Both of these results, we believe, are 
undesirable. ‘Therefore, insofar as insured loans are held by the 
original lender after they have been amortized to commercial eligibil- 
ity levels they are contrary to the prime purpose of insured loans—of 
serving the largest number of needy borrowers who cannot get credit 
elsewhere. 

In view of the higher price and cost level over that prevailing when 
section 21 was originally passed, we believe that the proposed amend- 
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ments raising limits of production loans from $3,500 to $7,000 are 
justified. We also believe that the proposed amendment which pro- 
vides that, if the Secretary of Agriculture determines that the farm 
organization and anticipated income from the purchase or improve- 
ment justifies postponement of the initial payment for two crop 
years that he may do so, is a justified modification. The extension of 
the maximum period of production loans from 5 to 7 years seems also. 
to be a needed change. 

We also agree with the proposed modification to permit 25 percent 
of the total authorized insured loans to be placed at the discretion of 
the Secretary in States needing these loans most, regardless of the 
prevalence of tenancy and rural population. 

We doubt the advisability of incorporating in the authorization for 
production loans in section 3 amending section 21 the proviso for 
making a subsistence allowance a possible part of the loan. Presum- 
ably since the term of these loans is extended from 5 to 7 years under 
this amendment subsistence allowances for this period or any part of 
this period could be included in the principle. Most every farmer who 
gives reasonable promise of safely assuming ownership under the FHA 
plan should be able to finance his subsistence costs. Most farmers who. 
can’t do this, barring unforeseen hard luck and disaster, are bad risks 
and probably should not be encouraged to assume ownership. We sug- 
gest that the phrase “and for family subsistence” at the end of sub- 
section (a) of section 21 be stricken. 

The current Census of Agriculture is not sufficiently tabulated to 
give us an accurate and complete picture of the tenancy situation. 
However, we now have data available on the following States with 
the indicated 1950 percentages of tenancy: Idaho, 18 percent; Dela- 
ware, 17 percent; Maryland, 19 percent; Nevada, 8 percent; West 
Virginia, 10 percent; Virginia, 17 percent; Tennessee, 29 percent; 
Wyoming, 17 percent; Utah, 7 percent; Iowa, 38 percent; and Ne- 
braska, 39 percent. Excluding Nevada and Utah, which have low 
percentage of tenancy because of special reasons, the other nine States 
for which we have data show an unweighted average of the percen- 
tages of 19 percent—or approximately 1 farmer out of 5 as tenants. 
It is significant to note, however, that only the three States of Ten- 
nessee, Iowa, and Nebraska out of those for which data are now avail- 
able, could be classified among the States where tenancy has hereto- 
fore been heavy. In all 11 of these States for which we have data de- 
clines in tenancy are registered, the unweighted average of percentage 
of tenancy in these 11 States since 1930 being as follows: 1930, 27 
percent; 1940, 27 percent; 1945, 22 percent; 1950, 19 percent. 

Doubtless the completed census will reveal a general slight de- 
cline in tenancy but there are still from 4 to 5 or more farms out of 
each 10 operated by tenants in a large proportion of the formerly 
high-tenancy States. So the problem is still an important problem. 

But tenancy is not, as we have said, the only important problem the 
FHA deals with. The rapid mechanization of farms over the last 
decade and longer has made the problem of enlargement of the size 
of the family farm a pressing problem of strengthening its economic 
soundness. 

We believe that these bills give to the FHA the means of meetin 
more adequately these two problems. It also broadens the use o 
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FHA funds to enable it to reach all States more adequately on the 
matter of adjusting the economic size of the farm. 

Because of this, we are glad to support this bill as being fully in 
line with the specific endorsement of this expansion of Farmers Home 


Administration by our national session at Minneapolis last November, 
as follows: 


Since the National Grange is preeminently a family-farm organization, and 
since we believe in the economic and social soundness of the family farm, we 
favor all possible means of strengthening the position of the family farm in- 
¢cluding— 


(1) Adequate expansion of the Farmers Home Administration’s supervised 
credit, with the necessary safeguards to insure soundness of loans provided 


such credit is not available at reasonable rates and terms from private or other 
public sources. 


(2) Use of this agency to assist farmers who need credit to increase the size 
of their farms or to add improvements necessary to develop their farm into 
an economically sound unit of operation. 

In summary, the National Grange has supported the Farmers Home 
Loan Administration since its original organization and we have also 
supported the insured-mortgage feature when it was added, because 
we believe that it was necessary to give the organization a greater 
volume of loans and expand its operation in order to solve the tenant 
problem or to alleviate its difficulties. 

There are two or three items, I repeat, that we think are possibly 
inadvisable. The provision that permits the borrower not to re- 
finance his loan until the lender can satisfactorily take over the loan. 

The Cuatrman. The Senate language clears that up, does it not? 

Mr. Sanpers. Yes. We favor more the Senate language. In other 
words, we believe that that provision would make it possible for a 
lender and a borrower to continue an insured loan long after com- 
mercial lending agencies would be glad to take it over and that would 
defeat the purpose of the Farmers Home Administration. It seems 
to me that one of its major purposes is to bring up the borrower’s 
money up to the place where commercial interests can handle their 
loan. And they do this mainly by supervising the operator and, 
therefore, increasing the safety of the loan, 

The questions raised by, I believe, Mr. Andresen, were those ap- 
plicable to any credit system. It is not peculiarly applicable to this 
particular credit. system, it seems to me. If we should get in a real 
depression, why, undoubtedly most of the mortgages, a great many 
of them on our farm land in our short-term credit, would, probably, 
be in difficulty. It is not a criticism of the operation of the Farmers 
Home Administration. 

It has been our observation that the Farmers Home Administra- 
tion has as a rule operated conservatively in its appraisals and that 
it is doing a good job in watching the situation to see that it does not 
get a lot of sour loans on its hands. 

As Congressman Jones pointed out just now, it has a very valuable 
asset in the supervision of these borrowers. 

One other point that we take exception to is financing a farmer for 
subsistence in the production loans. It looks highly doubtful to us 
that an organization that is financing production loans should finance 
for subsistence, because as a rule those are the very worst type of 
loans, and I think we would rather see the phrase at the end of sec- 
tion 21, “and for family subsistence,” taken out, because we believe 








22 BANKHEAD-JONES FARM TENANT ACT AMENDMENTS 


that it would tend to bring in some loans and increase the total princi- 
pal at times when it should not be. It seems to me that a borrower 
ought to be able to pay for his subsistence. 

Mr. Auserr. Has that not been in the law heretofore ? 

Mr. Lasseter. It has been in from the beginning. 

Mr. Axpert. It has not caused any difficulty. Being practical, we 
have a bill through the Senate. We were not able to get one through 
last year. 

Does your organization have any substantial objection to a provi- 
sion that has worked well in the law ? 

Mr. Sanpers. I would not describe it as substantial. It just seems 
to us that loans for subsistence are not a very good thing. 

Mr. Lasseter has just mentioned the fact that the total amount of 
loans for that purpose thus far is less than 5 percent of the aggregate. 
If judiciously used, certainly it would not be a dangerous thing, but 
some of the most expensive loans in the South are for subsistence 
purposes. If it is used judiciously it is all right. 

Mr. Apert. I admit that we should not be in the business of 
financing grocery bills for a farmer for a year. 

Mr. Sanpers. I do not think our objections would be very important 
to that point, Mr. Albert. 

The Carman. Are there any further questions? If not, we thank 
you, Mr. Sanders. 

Mr. Sanvers. Thank you. 

The Cuamman. We will hear now from Mr. John A. Baker, of the 
National Farmers Union. 


STATEMENT OF JOHN A. BAKER, LEGISLATIVE SECRETARY, 
NATIONAL FARMERS UNION 


Mr. Baxer. Mr. Chairman and gentlemen, Farmers Union wel- 
comes this opportunity to make known its support of improvements 
in credit services to borrowers of Farmers Home Administration. 
We need not emphasize to this committee the very great importance 
to the strength of our economy and to the preservation and extension 
of democracy of the kind of service rendered by the Farmers Home 
Administration. 

The contribution of Farmers Home Administration has been unique. 
The skillful combination in a single package of credit and farm and 
home management advisory service has proved to be just what low in- 
come and underemployed farm families need to help them to im- 
prove their farming methods and to obtain access to greater quantities 
of land and capital necessary to earn more nearly adequate incomes 
and to make a more effective use of their labor and management in 
producing food and fiber for the Nation and the free world. Enact- 
ment of H. R. 4077 will enable Farmers Home Administration more 
effectively to carry out this excellent program. 

Section 1 will allow the Administration to move expeditiously in 
favorable areas to expand the mortgage insurance program upon 
which increased funds to finance farm-home ownership are often de- 
pendent. 

Section 2 doubles the authorized size of the mortgage insurance 
program from $100 million to $200 million and should result in a 
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greater quantity of private funds becoming available to tenants and 
laborers to buy farms and for small owners to inerease the size of their 
units. 

Farmers Union favors increasing the allowable size of initial loans 
from $3,500 to $7,000 and the total outstanding indebtedness from 
$5,000 to $10,000. From the time these limitations were originally 
enacted until now the cost of production goods and family living items 
has risen so much that $7,000 now buys little, if any more, than 
$3,500 did earlier. Even $10,000 does not go far these days in getting 
established adequately on a farm. 

Mr. Avpert. I think that $7,000 in terms of 1946 would buy $5,800 
worth of equipment. 

Mr. Baker. That is about right; yes, sir. 

‘armers Union favors the proposed change in the required repay- 
ment period from 5 years to 7. Asa matter of fact, we would be will- 
ing to support an immediate increase from 5 years to 10. However, 
the analysis of a few years’ experience with a 7-year repayment period 
might give us a better basis for predicting the probable success of in- 
creasing the repayment period to 10 years. 

The provisions of section 5 would be a very desirable improvement 
over existing legislation. One of the very fine operations of Farmers 
Home Administration that should be expanded is the making of farm 
enlargement and improvement loans, and loans to finance the cost of 
reorganizing farming enterprises and changing farming practices. 
In the past the opportunity of the Administration to carry out these 
very desirable operations has been limited by the necessity of re- 
quiring the family to make a full repayment during each of the first 
few years of the repayment period. 

When the farm unit is completely reorganized and the type of farm- 
ing changed, it is often several years before the increased income- 
oroducing potential of the reorganized farm can be realized. Farmers 
inion supports the 2-year deferment provided in section 5 of the bill, 
and in many cases the deferment period should be even longer. I did 
some figuring, a few months ago, on what would be involved in getting 
started with a livestock-forestry combination in western and southern 
Arkansas. 

When you start out with cut-over and second-growth forest land 
and worn-out eroded slopes, formerly in cotton and corn, it is mighty 
hard to see how a family could begin making full repayments before 
the fifth year. We suggest that several years of successful experience 
with the 2-year deferment of repayments may well demonstrate the 
desirability of providing authority for the Administration to allow 
4-year deferments of repayments in specially selected cases of farm 
reorganization, improvement, and enlargement. 

“armers Union 1s informed that the provisions of section 4 would 
have no damaging effect financially upon any borrower, and that it 
might increase somewhat the availability of private funds for making 
land ownership and farm enlargement loans. While we do not believe 
that the Secretary should be directed to require that a borrower stay 
with any particular creditor if he is able to finance his loan more 
satisfactorily elsewhere, we do not object to giving the Secretary dis- 
cretionary authority to allow a borrower to stay with his original 
creditor for the extra time required to meet eligibility requirements 
for an uninsured mortgage from the same creditor. 
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Your committee should be commended for getting to work on this 
needed legislation. Farmers Union urges ferorable action by your 
committee and by the House at an early date. 

The Cuamrman. Thank you very much. If there are no questions, 
the Chair will call on Mr. Lynn of the American Farm Bureau. Do 
you desire to present a statement ? 

Mr. Lynn. We desire to submit a statement in the form of a letter. 

The CHamman. Without objection, you may do so. Thank you 
very much. 

(The letter referred to is as follows :) 


AMERICAN Farm Bureau FEDERATION, 
Washington, D. C., July 27, 1951. 
Hon. Haroitp D. Coo.ey, 
Chairman, Committee on Agriculture, 
House of Representatives, Washington, D. C. 

DrAarR CHAIRMAN CooLey: At the June meeting of the board of directors of the 
American Farm Bureau Federation, consideration was given to 8S. 684, H. R. 
2642, and H. R. 4077. all relating to proposed amendment of title I and title II of 
the Bankhead-Jones Farm Tenant Act. The action taken constitutes the recom- 
mendations on behalf of our organization as set forth below: 

1. We support the change relating to allocation of insured mortgages as con- 
tained in the Senate bill. 

2. We support the increase in the amount of the initial loan from $38,500 to 
$7,000, and in the total amount outstanding from $5,000 to $10,000. 

3. We are opposed to the change which increases the terms of the loans, includ- 
ing renewal or extension—from the present 5-year period—to a 7-year period. 

4. We are also opposed to the provision of section 4 of the bill passed by the 
Senate permitting postponement of the initial annual payment to a date “not 
exceeding two full crop years from the date of the loan.” 

The basic reasons for changes in the bill supported above justify passage of 
the legislation. Sound credit principles will be enhanced with the changes indi- 
cated in our points of opposition. With these changes we would recommend 
passage of this legislation. 

Will you please include our statement as a part of the hearings record. 

Very truly yours, 
Hue F. Hatt, 
Assistant Legislative Director. 


The CHatrman. Our next witness is Mr. Merl B. Peek of the Na- 
tional Reclamation Association. 


STATEMENT OF MERL B. PEEK, ASSISTANT SECRETARY-MANAGER, 
NATIONAL RECLAMATION ASSOCIATION 


Mr. Peex. Mr. Chairman and gentlemen, I should like to file my 
statement for the record and make a few remarks, 

The CHarrMan. You may do so. 

(The prepared statement of Mr. Peek is as follows:) 


STATEMENT BY MERL B. PEEK, ASSISTANT SECRETARY-MANAGER, NATIONAL 
RECLAMATION ASSOCIATION 


My name is Merl B. Peek. I am assistant secretary-manager of the National 
Reclamation Association, an organization of western water users founded 20 
years ago. 

The membership of our last annual meeting held at Spokane, Wash., in 
November 1950, adopted the following resolution : 

“Whereas the Farmers Home Administration has the authority to make loans 
to settlers on reclamation projects who cannot obtain such credit from any other 
source; and 
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“Whereas funds available for distribution by the Farmers Home Administra- 
tion are entirely inadequate to meet the pressing needs of families selected for 
settlement on these projects; and 

“Whereas the National Reclamation Association has adopted a resolution for 
the last 2 years urging the Congress of the United States to appropriate and 
allot funds; and 

“Whereas the appropriation bill for 1950 appropriated and specifically allotted 
a certain amount of money for development loans through Farmers Home Admin- 
istration for reclamation projects: Now, therefore, be it 

“Resolved by the National Reclamation Association, That sufficient funds be 
appropriated and specifically allotted to provide loan funds for the purpose of 
land development and building construction as well as operating costs and 
purchase of livestock and machinery.” 

It is our belief that H. R. 4077, H. R. 2642, and S. 684, as amended by the 
Senate, meet the criteria set forth in the above resolution. The National Recla- 
mation Association, therefore, favors such legislation and urges its early approval 
by this committee and enactment by Congress. 

This legislation will benetit the reclamation settler who is just getting started 
with his faimstead and land-development activities. The settler on most of 
our project lands which have gone into production since World War II, is probably 
a veteran. You will find in a great majority of cases, that he is a hard-working 
young fellow with a family, who is putting his long-projected foresight, intelli- 
gence, and ability to work aaginst the chances of nature, his limited financial 
standing, and his continued good health to make his venture a success. Actually, 
creating new productive agricultural land is one of our last geographical frontiers 
in this country. These new rural communities should have every aid and ad- 
vantage of self-help to make them grow and prosper. We feel that this legisla- 
tion is in the category of self-help. 

Under the reclamation laws, the Secretary of the Interior is authorized to 
“require of each applicant including preference right ex-servicemen for entry 
to public lands on a project, such qualifications as to industry, experience, char- 
acter, and capital, as in his opinion are necessary to give reasonable assurance 
of success by the prospective settler. The Secretary is authorized to appoint 
boards in part composed of private citizens, to assist in determining such quali- 
fications.” Fact Finders’ Act, December 5, 1937 (43 Stat. 702, 48 U. S. C. 433). 

A similar procedure with respect to selecting settlers, is followed on the small 
Wheeler-Case units constructed by the Department of the Interior and settled 
throngh the aid of the Department of Agriculture under the authority of the 
Water Conservation and Utilization Act of August 28, 1987 (50 Stat. 869), as 
amended. 

The reclamation settler looks to the Farmers Home Administration for ful- 
fillment of his credit needs, where private capital cannot reach such needs. When 
the settler gets his raw land on a Federal project, he is required to create a 
place to live, create his farmstead water facilities, acquire machinery for his 
use, purchase farm animals, seed for his crops and provide the many other neces- 
sities required by our living mode today. 

The required financial capital of potential settlers before operations as deter- 
mined by the Secretary of Interior and the Secretary of Agriculture vary slightly 
on the projects in different sections of the West. For instance, on the Heart 
Mountain unit, Shoshone project, Wyoming, the Secretary of the Interior re- 
quires each potential settler to have a “net worth” of $3,000 in assets which can 
readily be turned to cash. The average farm plot on this unit totals 116 acres. 
The average “net worth” of those selected settlers totaled $7,500 each. 

Under recently published regulations, issued by the Secretary of the Interior, 
each potential settler on the Columbia Basin project, “must have a net worth 
of $4,000 and 2 years of farming experience since reaching 15 years of age.” 
Farm units in this project area vary in size from 49 to 125 acres. 

It is therefore readily apparent that additional money is needed for the set- 
tler to get into immediate operation. Section 3 of the proposed legislation will 
assist the settler in that respect. 

The need for the type of credit provided for in this legislation is particularly 
acute in the Columbia Basin project area where the Bureau of Reclamation cur- 
rently plans to bring from 68,000 to 87,00 acres of new lands under cultivation 
in the 1952 calendar year. Other new project areas in the West have a similar 
problem. Section 1 of the proposed legislation will assist the Farmers Home 
Administration in meeting the need for funds where such need exists, without 
detriment to other near farming areas where veteran preferences are not so 
prevalent. 
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Mr. Prex. We favor generally this legislation that is before you. 

On page 2 of our statement, for the information of the committee, 
we have set out the basis upon which settlers on Federal reclamation 
projects are selected. 

On page 3 of the statement I have given you the latest information 
available on criteria as to financial worth of potential settlers pre- 
scribed by the Secretary of the Interior. 

That is my statement, Mr. Chairman. 

The Cuarrman. Thank you very much. 

Our next witness is Mr. Miles D. Kennedy of the American Legion. 


STATEMENT OF RALPH H. LAVERS, DIRECTOR, NATIONAL ECONO- 
MIC COMMISSION, THE AMERICAN LEGION, PRESENTED BY 
MILES D. KENNEDY, LEGISLATIVE DIRECTOR, THE AMERICAN 
LEGION 


Mr. Kennepy. My name is Miles D. Kennedy and I am legislative 
director of the American Legion. Mr. Lavers has a prepared state- 
ment. He could not be here today, and I respectfully suggest that 
we save the time of you gentlemen, especially in view of your other 
commitments this morning, and that we be allowed to present this 
statement and have it incorporated in the record with the same force 
as though it had been read to you this morning. 

The Cuatrrman. You may have that permission, and it will be 
included in the record. 

(The prepared statement of Ralph H. Lavers is as follows :) 


STATEMENT OF RALPH H. LAvers, Director, NAttonat EcoNOMIC COMMISSION, 
THE AMERICAN LEGION 


Mr. Chairman and gentlemen of the committee, the American Legion appre- 
ciates the opportunity to testify in support of the bill H. R. 2642 introduced by 
Congressman Jones on February 14, 1951, which has for its purpose amending 
the Bankhead-Jones Farm Tenant Act so as to provide a more effective distribu- 
tion of mortgage loans insured under title I, to give holders of such mortgage 
loans preference in the refinancing of loans on a noninsured basis, to adjust the 
ioan limitations governing title II loans so as to provide more effective assistance 
to production and subsistence loan borrowers, and for other purposes. 

Attached hereto and made a part of my statement is a copy of Resolution No. 
605 adopted at the 1950 Annual Convention of the American Legion which resolu- 
tion reflects the interest of the American Legion in the economic development of 
western agriculture, ete. Our organization has, as I am sure you are well 
aware, been continually interested in the Bankhead-Jones Farm Tenant Act 
ever since the passage of the GI bill of rights. 

I do not want to burden you with statistics, but it is estimated that there is 
in the neighborhood of 2 million farm veterans directly or indirectly interested 
in farming as a way of life. With the return of the veterans from World War 
II the question of credit became very acute. Banks as a rule could not provide 
the credit needed and when the GI bill was passed it was recognized that an 
accessibility of credit to farm veterans must be available. 

The supervised credit program administered by the then Farm Security Ad- 
ministration seemed to offer the best type of credit, training and supervision for 
the veteran. This marked the beginning of our interest in the Farmers Home 
Administration. 

We have watched carefully the supervised credit program of this agency and 
are receiving daily evidence of the success of borrowers who were fortunate 
enough to get in on this program. 

Gentlemen, we are not agriculture experts but we do have an expert agriculture 
committee in the Legion that does know agriculture and agricultural credit. 
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We depend largely on the advice and counsel of this committee to keep us 
abreast of the progress and needs of the veterans in agriculture. 

I am sure your committee recognizes the tremendous upsurge in the cost of 
farm equipment today as compared with 1946. The average cost has risen at 
least 50 percent while the cost of livestock has more than doubled. The Ameri- 
can Legion believes that the loan limitation set in the original act was right at 
that time, however, we believe that in view of the advance in the cost of living 
and in the cost of operation, these limitations should be revised. 

As we understand H, R. 2642, it simply means that these limitations will be 
raised to meet the demands of the present time. As an example, 5 years ago 
in southern Indiana when some of our Legion members borrowed money to 
start up a small dairy farm they got about all they needed. With $3,500 they 
could buy 12 dairy cows at about $200 apiece, a tractor at $800, and some seed and 
feed with the remaining $300. The income from those 12 cows, plus their calf 
crop and the new heifers which they grew enabled them to repay the loan in full 
in many cases in less than the 5 years allowed. Now they have successful 20- 
cow dairy farms which are supporting them and their families and enabling 
them to bear their full share of the cost of Federal, State, and local government, 
as taxpayers while at the same time contributing in a score of different ways to 
the strengthening of community life. 

In contrast, one veteran who applied for a similar loan this spring, sat down 
with the FHA supervisor to work out a plan. A tractor would cost almost 
$1,500 and cows similar to the ones the first veteran purchased were selling 
this spring for $350; therefore, he would not have enough left to buy more 
than five cows; Gentleman, a dairyman can’t succeed by operating a five- 
cow dairy. 

H. R. 2642 would allow the Farmers Home Administration to loan him 
enough to set him up in a farming enterprise with a reasonable chance to suc- 
ceed, instead of one doomed in advance to failure. The FHA didn’t make a loan 
to this second veteran because it would not have been a sound one; that meant 
that a veteran didn’t get one of the benefits promised him by the Farmers Home 
Administration Act and indirectly by the GI bill. 

The above bill provides a longer term of repayment which our experience shows 
us is the feasible solution to restricted operations. Veterans who have obtained 
loans from the Farmers Home Administration are making headway. Some of 
them have had loans for 5 years and after this summer their line of credit will be 
shut off under present legal limitations. This shut-off comes at the wrong time. 
Another year or two and most of them would be on their feet. If present re- 
strictions are continued, they may lose their farms. We believe the matter of 
the time limit should be applied in the light of circumstances and feasibility. 

We are very much concerned about the credit needs of veterans in all parts 
of the country who are going on farms not now fully developed or who are mak- 
ing basic changes in their systems of farming. For example, veterans attempt- 
ing to farm or develop cut-over lands are in an area in which there are many 
thousands of acres of good soil. With adequate loans and under proper au- 
thority these tracts could be developed into economic and successful farming 
units, but it will take more than the average length of time to do so. We do 
not believe that a 2 year deferment in such areas is sufficient time, without 
hardship or possible failure, for veterans to start their payments. We there- 
fore, recommend the committee consider a 4-year period instead of 2. The rule 
could vary in accordance with the type of agriculture carried on and the 
extent of the adjustment to be made. 

Western veterans are insisting that these lands be developed and made avail- 
able to family-type farmers. For every farm there are, of course, 10 appli- 
eations. 

If the committee feels that the land can be developed economically and bor- 
rowers can pay out on the formula used by the Farmers Home Administration, 
we then would recommend your consideration of a greater farm development 
and enlargement program. 

We call the committee’s attention to the fact that several thousand veterans 
are now completing their on-the-farm training courses and are, or soon will 
be, ready to start farming. During the first years most of them will have to 
make heavy investments to purchase their land, equipment, livestock, feed, 
seed, and fertilizer. In many of these cases a reasonable period of deferment 
of payments will be needed. 

We know of no other agency in Government that has done more to justify itself 
than the Farmers Home Administration. It has returned to the taxpayers prac- 
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tically every dollar it has used in its operation. We have seen the reports of 
operation of the Farmers Home Administration, our field representatives and 
service officers are in daily touch with their State and county offices. We have 
a pretty close feel of their rehabilitation program at work. They are making 
better than 50 percent of their loans to veterans and this is important to us in 
the American Legion. The welfare of the veterans is in safe hands when they 
‘an secure adequate credit on a supervised basis to stem them through their 
development period. We heartily endorse the principle of supervised credit. 
This program, as we view it, simply puts into practice the sound principles of 
credit which returns to the Treasury the dollars that it takes out. There is no 
subsidy in this kind of program. Our veteran representatives are watching 
closely the veterans who are under the supervision of this agency, and almost 
without exception they report a conscientious and worthwhile carrying out of 
the mandates of the law as you in Congress have given it to them. 

Again, H. R. 2642 simply places reasonable safeguards around a good program 
that has outgrown itself. The changes are necessary to keep it the efficient 
agency it has been. This bill should modernize the agency operations and give 
it the enabling legislation needed to make it do what the Legion and Congress 
have had in mind. The present critical need for increased production of most 
foods and fibers is, we submit, a compelling reason for revision of the Farmers 
Home Administration authority at the earliest possible moment. The proposed 
revision, we believe, will increase substantially the production on thousands of 
family farms, and will permit more efficient use of labor and equipment. 

We recommend favorable action of H. R. 2642 and your consideration of our 
suggestions outlined above. 


NATIONAL ECONOMIC COMMISSION DEVELOP SPECIFIC PROGRAM FOR WESTERN 
AGRICULTURE IN ORDER TO ASSIST VETERANS ENGAGED THEREIN 


Whereas the American Legion in national convention assembled at Philadel- 
phia, Pa., August 29 to September 1, 1949, went on record as showing its deter- 
mination to assist veterans in agriculture, and the Department of Oregon, the 
American Legion in State convention assembled at Salem, Oreg., and the Depart- 
ment of Washington, the American Legion, assembled in Seattle, Wash., also 
called for adequate credit assistance to farm veterans; and 

Whereas since the passage of the GI bill of rights, the agriculture and conserva- 
tion program of the American Legion has steadily grown in significance and 
promises to become one of the major parts of the important Amercanism and 
national security programs of the organization ; and 

Whereas western agriculture offers problems different from the other agri- 
cultural areas of the United States, particularly in arid lands requiring water 
such as the Madras and Malheur projects of Oregon and the Roza and Grand 
Coulee projects of Washington ; and 

Whereas muny more veterans have applied for homesteads on reclamation proj- 
ects than there are units available; and 

Whereas Farmers Home Administration in the West has pioneered success- 
fully in helping veteran farmers to help themselves by loans requiring repayment 
and not by “gift; and 

Whereas Farmers Home Administration has lacked loan funds and the admin- 
istrative personnel to provide adequate assistance to deserving and well-qualified 
farm veterans and at present is the only Federal agency engaged in the direct 
lending field ; therefore, be it 

Resolved by the national agriculture and conservation committee and the 
area E meeting of the national economic commission, That we recommend the 
immediate development of a specific and detailed program for western agricul- 
ture, to be established in time for the coming year’s agriculture operations. 

Speed is essential because more and more qualified veterans are being enrolled 
in “on-the-farm” training courses and are completing their training activities 
and will need immediate credit to buy and operate farms of their own. To meet 
the expanded program: 

(a) Sufficient trained and technical personne’ in Farmers Home Administra- 
tion will be needed by the Farmers Home Administration to meet the peculiar 
needs of veterans in western agriculture. 

(b) Adequate loan funds for the Farmers Home Administration is a necessity. : 
Insasmuch as the loans made are repaid; and since borrowers are graduated to 
private credit as soon as private lenders are ready to receive them, and since the 




















29 


BANKHEAD-JONES FARM TENANT ACT AMENDMENTS 


loans are approved by local country committees, we deem this operation sound 
business. 

(c) We recommend raising the P&S loan limitation by Farmers Home Ad- 
ministration from $3,500 to $10,000 in order to meet the needs for mechanized 
equipment, good livestock, adequate fertilizers, seed, outlay, substantial home and 
farm buildings, and other needs incident to sound and economic farm operation. 

(d) We recommend at least $300,000,000 annually be made available to Farm- 
ers Home Administration for loans for farm operating expenses 

(e) We recommend that substantial additional funds be authorized for water 
facilities, direct farm ownership loans, and such other loans as are made by this 
agency. We recommend that the insured mortgage loan authorities be increased 
and modified to permit a greater amount of money to be allotted to western 
agricultural areas in the process of development. 

(f) We recommend that the chairman of the national economic commission, 
the chairman of the legislative commission, and the chairman of the national 
agricultural and conservation committee meet with the Secretary of Agriculture 
to bring about modifications of the existing agricultural credit programs in order 
to properly serve the agricultural and credit needs of all veteran farmers in all 
types of agricultural pursuits. 

Mr. Kennepy. We heartily support the legislation before you. 

The Cuarrman. Thank you very much. 

Mr. Albert, do you have anything to say? 

Mr. Avserr. | think about everything has been said that needs 
to be said. 

I would like to state that we had full hearings on this matter last 
year. I was on the Pace subcommittee, and we went into this thor- 
oughly. We came out with the bill which the House passed. 

'T Kon * ; 

The Cuarrman. That was H. R. 7268, was it not ? 

Mr. Arsert. That is right. 

The Cuarrman. I have a letter from the Secretary of Agriculture 
dated June 28, 1950, which refers to that bill and makes certain com- 
ments, and I assume that the Senate version has taken that into con- 
sideration, that is, the comments made by the Secretary ? 

Mr. Avert. It did. The present House bill was the Pace bill, but 
as pointed out by Mr. Lasseter, I think we ought to substitute the 
Senate language for our bill. 

_The Cuatrman, Are you satisfied with the language in the Senate 
bill? : 

Mr. Atszrr. Iam. I think the $50-million and $100-million pro- 
visions are academic. They might as well be $25 million and $100 
million. I also think the language regarding refinancing in the Senate 
bill is more explicit than it is in the House bill. 

rr XY . . . 

The Cuatrman. The committee stands adjourned until tomorrow 
morning at 10 o’clock. 

(Whereupon, at 11:30 a. m., the committee adjourned; to reconvene 
at 10 a. m., Thursday, July 26, 1951.) 


x 






